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Summary

A review of the comments demonstrates the undisputed fact that the D.C. Circuit

endorsed the Commission's approach to rely on market forces to provide payphone service

providers with fair compensation. None of the commenters challenge effectively the

fundamental premise underlying the Commission's payphone compensation plan -- the use of a

market-based approach to determine fair compensation for local coin calls and the default rate for

access code and 800 subscriber calls ("dial around" calls). APCC noted that commissions,

payments under 0- transfer tariffs and sent-paid toll surcharges, as well as the deregulated local

coin rate, are valid proxies by which the Commission can base the dial around default

compensation rate. The Commission, therefore, should affirm this market-based approach to fair

compensation for dial around calls on remand.

Second, the record shows conclusively that any cost differences between local

coin calls and dial around calls are minimal. To the extent that there are differences, the costs of

dial around calls are expected to be greater than those of local coin calls. The interexchange

carriers' models analyzing dial around call costs are not credible because they exclude a

significant portion ofjoint and common costs of payphone operations that are attributable to all

calls made from a payphone. As a result, the Commission has ample bases to continue the use of

the local coin rate, or another similar proxy, as a default rate for dial around compensation,

because the costs of dial around calls and local coin calls are similar.

Third, interim compensation is vitally important to independent PSPs such as

Peoples and CCL Three of the four publicly-traded PSPs submitted financial data indicating that

without the interim compensation that Congress intended, they will not be viable entities. It is



simply unconscionable for the IXCs to question the wisdom of continuing with 'interim'

measures at this time when they have paid nearly nothing to PSPs for originating dial around

calls for over six years. If in the unlikely scenario the D.C. Circuit were to clarify that it vacated

the Commission's interim compensation plan, the equities certainly require the Commission to

ensure that its new plan provides fair compensation to PSPs, on a retroactive basis, at least to the

point from which the Court vacated the interim compensation plan. And, if the Commission

reactivates the former compensation plan (i.e., the $6.00 per payphone per month), the

Commission is on firm ground to use the prior $.40 per call rate, updated for the actual number

of calls originated from a payphone as the basis for interim compensation.
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JOINT REPLY COMMENTS OF PEOPLES TELEPHONE
COMPANY, INC. AND COMMUNICATIONS CENTRAL INC.

Peoples Telephone Company, Inc. and Communications Central Inc. submit these

joint reply comments in response to the comments filed pursuant to the Commission's Public

Notice ("Notice") issued in response to the United States Court of Appeals for the District of

Columbia Circuit remand of the Payphone Orders. I

I. SUMMARY OF POSITION

None of the commenters challenge effectively the fundamental premise

underlying the Commission's payphone compensation plan -- the use of a market-based approach

to determine fair compensation for local coin calls and the default rate for dial around calls. 2

Indeed, the comments demonstrate the undisputed fact that the D.C. Circuit endorsed the

Implementation ofthe Pay Telephone Reclassification and Compensation Provisions ofthe
Telecommunications Act of1996, CC Docket No. 96-128, Report and Order, 11 FCC Rcd 20541 (1996)
("Order"); Order on Reconsideration, 11 FCC Rcd 21233 (1996) ("Reconsideration Order", together
"Payphone Orders"), remanded sub. nom., Illinois Public Telecommunications Association v. FCC, 117
F.3d 555 (D.C. Cir. 1997) ("IPTA").

Throughout this discussion, both subscriber 800 calls and access code calls are included in the
term "dial around calls."



Commission's approach to rely on market forces to provide payphone service providers with fair

compensation. More specifically, the Court upheld the Commission's determination that a

deregulated local coin rate would provide payphone service providers with fair compensation for

local coin calls. As the RBOC/GTE/SNET Coalition (the "RBOC Coalition") pointed out, the

D.C. Circuit affirmed the "bedrock principle" that the best way of ensuring that PSPs are fairly

compensated is to let the competitive market set the price for each call.3 APCC noted that

commissions, payments under 0- transfer tariffs and sent-paid toll surcharges, as well as the

deregulated local coin rate, are valid proxies by which the Commission can base the dial around

default compensation rate. The Commission, therefore, need not diverge from this market-based

approach when determining fair compensation for dial around calls.

Second, the record shows conclusively that any cost differences between local

coin calls and dial around calls are minimal. And, to the extent that there are differences, the

costs of dial around calls are expected to be greater than those of local coin calls. The

interexchange carriers have proffered models analyzing dial around call costs that simply are not

credible because they exclude a significant portion ofjoint and common costs of payphone

operations that are attributable to all calls made from a payphone. Indeed, the Commission has

recognized that most of the costs related to payphone operations are fixed and thus are

reasonably spread across all calls in determining the cost of a local coin and dial around call. As

a result, the Commission has ample bases to continue the use of the local coin rate, or another

3 RBOC Coalition Comments at 12.
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similar proxy, as a default rate for dial around compensation, because the costs of dial around

calls and local coin calls are similar.

Third, interim compensation is vitally important to independent PSPs such as

Peoples and CCI and to the survival of the independent PSP industry. It is simply

unconscionable for the IXCs, such as Cable & Wireless, "to question the wisdom of continuing

with 'interim' measures at this time" when they have not paid for the majority of dial around

calls originating from independent payphones for over six years.4 The Commission was on solid

legal ground to confirm that the IXCs' interim compensation payment obligations remain in

effect while the Commission proceeds on remand. If the D.C. Circuit were to clarify that it, in

fact, vacated the Commission's interim compensation plan, the equities would require the

Commission to ensure that its new plan provides fair compensation to PSPs, on a retroactive

basis, at least to the point from which the Court vacated the interim compensation plan. And, if

the Commission reactivates the former compensation plan (i.e., the $6.00 per payphone per

month), the Commission should use the prior $.40 per call rate, at a minimum, updated for the

actual call volume of 131 calls per month (or even 157 calls per month, which CCI demonstrated

in its comments represents current call volumes\ for an interim compensation amount of $52.40

to $62.80 per payphone per month.

4

5

Cable & Wireless Comments at 4.

CCI Comments at 20.
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II. THE RECORD SUPPORTS THE COMMISSION'S DETERMINATION THAT A MARKET-BASED

ApPROACH TO PROVIDING FAIR COMPENSATION WAS ENDORSED BY THE D.C.

CIRCUIT.

The comments demonstrate the undisputed fact that the Court endorsed the

Commission's approach to rely on market forces to provide payphone service providers with fair

compensation. As the APCC noted, the "Court specifically affirmed, over challenges of state

commissions and interexchange carriers [sic], the Commission's finding that the payphone

marketplace is competitive and the Commission's reliance on market forces to set the level of

compensation for local coin calls.,,6 The RBOC Coalition echoed the same theme: "Rejecting

various challenges to the Commission's decision to allow the market to set the rate for local coin

calls, the Court concluded that the Commission's 'market-based approach' would provide 'fair'

rather than excess compensation for local coin calls. (citations omitted)."?

The Competitive Policy Institute's bald assertion "that a competitive payphone

market is nowhere in sight" is unsupported by the record in this proceeding and was specifically

rejected by the Court's decision in IPTA. 8 Because TOCSIA required PSPs to unblock access

code calls, consumers have a choice and can either dial around the payphone's presubscribed

operator services provider (such as the use of MCl's successful dial around product, 1-800-

COLLECT) or use a debit card to reach the carrier of their choice. The ability to dial around

defeats any notion that a PSP is a monopoly provider of services. Thus, there is no support for

6

7

8

APCC Comments at 2.

RBOC Coalition Comments at 12.

Competitive Policy Institute Comments at 3; IPTA 117 F.3d at 562, 563.

4



MCl's assertion that PSPs have monopolies at each location and can, therefore, charge supra

competitive rates.9 Indeed, if this were the case, Peoples would not continue to pursue its

strategy of charging AT&T rates for 0+ interstate calls from a majority of its payphones.

Likewise, Peoples and CCI have contracted with various of the major LECs for the provision

of intraLATA/local operator services at "dominant carrier" rate levels under this same pricing

strategy.

Should there be any cases in which the payphone market does not become fully

competitive, the Commission's plan provides a safety valve in which a state may demonstrate

that there are market failures that would not allow market-based local coin call rates. 1O And, with

less than one month before states are required to deregulate the local coin rate, not one state has

requested relief from the requirement or sought to show a "market failure" in the payphone

sector. Accordingly, the Commission should retain its efficient, market-based approach to

payphone compensation.

The IXCs' claims that the Commission must alter its market-based approach in

favor of a strictly cost-based approach are unpersuasive. For example, AT&T claims that a cost

based approach is consistent with the Notice of Proposed Rulemaking and the Commission's

previous payphone compensation orders. 11 AT&T fails to recognize that a market-based

approach is also consistent with the NPRM and with the Commission's past compensation

9

10

11

MCI Comments at 3.

Order at,r 61.

AT&T Comments at 2.

5



12

practices. As a result, AT&T's argument proves nothing. Indeed, the Commission's most recent

access code call compensation amount of $6.00 per payphone per month was based on a blend of

market-based rates, rather than cost-based rates. 12

Moreover, AT&T makes the incredulous argument that the Commission's dial

around compensation would increase PSP revenues "at the expense of carriers and consumers.,,13

AT&T fails conveniently to mention that for over six years, it has had a virtual free ride on the

backs of PSPs to originate millions of AT&T calls. Now that the Commission has eliminated

this subsidy, it is not surprising that AT&T is crying foul. The equities, thus, support the

Commission's actions, and AT&T provides no new persuasive justification for the Commission

to abandon its market-based approach.

Likewise, Sprint's arguments fail to prove their hypothesis. Specifically, Sprint

argues that historically, when the Commission has set rates in multi-provider markets, the

Commission has promulgated rates that "should be set so as to permit the lowest-cost bellwether

service provider an opportunity to earn a fair return, but should not be set so as to guarantee each

and every service provider, or even the "industry average" service provider, a full return on

investment.,,14 In the next breath, however, Sprint obviates the need for the Commission to

See Second Report and Order, Policies and Rules Concerning Operator Service Access and Pay
Telephone Compensation, 7 FCC Rcd 3251, 3252-53 (1991) ("Second Report and Order"). Regardless
of AT&T's argument, the Commission was not bound to adhere to existing mechanisms or procedures
established for general regulatory purposes in other provisions of the Communications Act in crafting
dial around compensation. H.R. Conf. Rep. No. 104-458, 104th Cong., 2d Sess. 158 (1996).

13

14

AT&T Comments at 7-8.

Sprint Comments at 6.
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adopt this approach in cases where the market is competitive or policy changes have resulted in

deregulation. And this is exactly the case in the payphone market. Not only has the Commission

determined that the payphone marketplace is competitive, a conclusion the D.C. Circuit

endorsed, but consistent with the 1996 Act, the Commission has largely deregulated the

payphone market. As a result, Sprint's suggested "bellwether" cost-based approach is

unwarranted by Sprint's own admission.

Because the IXCs do not present any persuasive justification to alter the market-

based approach, the Commission should continue to rely on the marketplace to establish fair

compensation for all calls provided from a payphone. 15

III. THE IXCs' COST ANALYSES ARE FLAWED AND Do NOT PROVIDE FAIR

COMPENSAnON TO PSPs.

The Commission specifically asked in the Notice for comments on the cost

differences, if any, between local coin calls and dial around calls. The underlying record, as

supplemented on remand, shows plainly that there are few differences in the costs of local coin

calls and dial around calls. As for costs solely attributable to local coin calls, APCC and the

RBOC Coalition corroborated Peoples' and CCl's cost data in demonstrating that both local

usage charges and coin collection costs are de minimis, amounting to $.02-$.03 per call. 16

To simplify the approach, however, Peoples and CCI would be willing to consider support for
the IXCs' suggestion to tie dial around compensation to the prevalent national market-based deregulated
local coin call rate starting in November, 1998 (year 3 of the Commission's plan), rather than tying it to
the local coin rate at each individual payphone. MCI Comments at 5

16 APCC Comments at 12-13; RBOC Coalition Comments at 19.
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Importantly, however, APCC and the RBOC Coalition demonstrated that, in the

aggregate, the cost of a dial around call is expected to be greater than that of a local coin call.

For example, APCC supported Peoples' and CCl's data that collection costs for per call dial

around compensation are, or are expected to be, greater than coin collection costs. These dial

around collection costs amount to $.05-$.06 per call. 17

In addition, the RBOCs demonstrated that the expenses necessary to upgrade LEC

switches and facilities to accommodate tracking of calls from payphones may amount to between

$.05-.08 per call. 18 Because of this cost and related collection costs, the additional expense

related to dial around calls, in most instances, are expected to be greater than those of a local coin

call. Both CCI and Peoples have not included this new direct expense into their previously

submitted cost data; if it were included, the cost of a CCI dial around call would increase to $.39-

.42 per call l9 and Peoples' would increase to $43-.46 per dial around call.2o Thus, there is ample

support in the record for the Commission to adopt a dial around compensation rate of at least

$.35 per call, because even subtracting the 2 or 3 cents for local usage and collection costs, the

APCC Comments at 14-15. AT&T's own expenses in paying dial around compensation of $.11
per payphone per month, AT&T Comments at 17, provide a rough check as to the reasonableness of the
costs necessary to collect dial around compensation. That is, it is reasonable to assume that the costs
necessary to pay dial around compensation are greater than those costs necessary to collect dial around
compensation because although both payor and payee have to verify that each payphone eligible for
compensation actually obtains compensation, the payor must expend funds to transfer the compensation
amounts to the appropriate dial around compensation clearinghouse.

18

19

20

RBOC Coalition Comments at 17-19.

CCI Comments at 10 (base cost of a dial around call of $.34).

Peoples Comments at 14 (base cost ofa dial around call of$.38).

8



costs of a dial around call are comparable to that of a coin call, and certainly not one-third the

cost as maintained by AT&T?!

Moreover, the IXCs' analyses of dial around call costs are flawed because their

analyses do not include the several joint and common costs that should be attributable to all calls

made from a payphone. For example, the IXCs exclude commission payments from their

analysis because, as AT&T explained, "the Commission would have to decide what constitutes a

reasonable commission rate that would be recoverable by PSPS.,,22 Carrying this argument one

step further, the Commission would have to determine the reasonableness of every other expense

that PSPs incur to provide payphone service -- a wholly unrealistic and inappropriate

proposition. Moreover, the market provides the necessary check on the reasonableness of

commission payments. That is, location owners view payphone service as an adjunct service that

they provide to their customers. It is counter to their fundamental business interests for them to

demand high commission payments that require the PSP to increase its 0+ or other rates such that

their customers do not use the payphone or have a bad experience with the payphone and,

therefore, do not frequent the premises. Moreover, AT&T's asserts that "ifPSPs were

guaranteed recovery of their commission costs through the statutory compensation mechanism,

there would be immediate pressure to include higher and higher commissions within the

compensation system, which would in tum cause spiraling prices for consumers.,,23 Not only is

21

22

23

Frontier Comments at 7; IPTA, 117 F.3d at 564.

AT&T Comments at 15.

Id; MCI Comments at 2.

9



this statement unsubstantiated, but it ignores reality because, as demonstrated above, Peoples is

continuing to use AT&T as its predominant carrier and to price its 0+ calls (and other operator

service calls) at dominant carrier levels based upon service quality considerations and brand

recognition designed to obtain the volume of customers necessary to support the payphone.

Similarly, the IXCs do not provide any support for excluding other reasonably

incurred costs. For example, Comptel asserts unpersuasively that "administrative or overhead

costs are not properly attributable to coinless calls" without providing any justification as to why

these costs are not attributable to all calls?4 The payphone instrument is used to provide all

types of calls, thus it is reasonable to ensure that each call bears its share of common corporate

overhead and administrative costs.

In addition, even the fixed payphone costs that the IXCs provided in their

comments ignore reality. The costs that AT&T cites for line charges, even without local usage

charges, and maintenance and repairs are nearly one-half the magnitude ofCCI's and Peoples'

actual costS.25 As a result of not including several cost categories and using unreasonably low

amounts for certain cost categories, the analyses put forth by the IXCs are not credible and

should be rejected.

Moreover, the IXCs' reliance on NYNEX's submission in Massachusetts that

$.17 per call less certain costs is the proper default compensation rate for dial around calls is

24 Comptel Comments at 14.

25 See e.g., AT&T Comments at] 1 (average basic line charge is $22.73); compared with CCl
Comments at 9-10 (CCl's basic line charge of$43.00 without local usage charges).

10



26

27

misplaced. First, NYNEX's costs may be representative of a LEC in the northeast, but are not

representative of LEC costs nationwide or of independent PSP costs in any jurisdiction. As the

LEC PSPs and independent PSPs demonstrated in Texas, proper costing of a local coin call

would justify a $.50 price for the local coin call?6 Second, the IXCs themselves have

complained to several state commissions that when the LECs have removed their payphones

from regulated operations, they failed to remove all payphone subsidies from the rate base

operations.27 Thus, it is duplicitous for the IXCs to hold up the $.17 per call rate as the starting

point for dial around compensation at the Commission and, on the other hand, complain before

state commissions that the LECs have not eliminated all of the subsidies from rate base, thus

implying the $.17 rate and other payphone rates are not reflective of true costs because they are

still subsidized. The Commission should have little difficulty in ascertaining the transparency of

this ruse, and should reject the IXCs use ofNYNEX's cost data as a basis for a decision now.

IV. CONTINUATION OF INTERIM COMPENSATION IS VITAL TO CONTINUED VIABILITY OF

INDEPENDENT PSPs.

PSPs unanimously supported the Commission's decision to continue to enforce

payment of interim, flat rate dial around compensation until per call compensation is in place.28

This compensation is essential to help address the severe financial constraints facing

independent PSPs in light of "the growing number of dial-around calls" currently provided at

See Attachment 1 for Southwestern Bell Telephone Company's comments before the Texas
Public Utilities Commission justifying a $.50 local coin call.

See Attachment 2 for Bell Atlantic's Opposition to AT&T's Petition for Suspension of Bell
Atlantic's payphone tariffs.

28 See e.g., APCC Comments at 17.
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Peoples', CCl's and other PSPs' payphones. Peoples has not had a profitable quarter since the

first quarter of 1994 and since January 1995, CCI has shown a profit from its payphone

division in only one quarter absent any dial around contribution. Therefore, Sprint's assertion

that PSPs' existing revenue streams far exceed costs29 has no basis in reality and, in fact, the

evidence shows that the exact opposite is true. To put this in context, Peoples receives

approximately $1.8 million per month and CCI receives approximately $.9 million per month

in dial around compensation. Without this revenue, Peoples, CCI and other PSPs will be

forced once again to rely on the revenue generated from the dwindling base of 0+ calls and,

possibly, from extra increases in the local coin rate once PSPs are free to set the rate in

October, to make up for the shortfall caused by the lack of interim dial around compensation.

This lack of interim compensation did not further the public interest when it incented some

PSPs to charge unreasonable 0+ rates in the past, and it will be even more injurious and

contrary to the public interest if the lack of dial around compensation exerts the same pressure

on the deregulated local coin rate.

It is unconscionable for the IXCs to continue to complain that they are being

treated unfairly by having to pay interim compensation considering the virtual free ride that they

have had on the backs ofPSPs in carrying access code and 800 subscriber calls for over six

years.30 As an initial matter, Sprint's assertion that Section 276 only required the Commission to

promulgate final rules by November 8, 1996, rather than actually having a compensation plan in

29

30

Sprint Comments at 3.

See Cable & Wireless, Tnc. Comments at 4.
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place by then, albeit an interim plan, is simply a hollow reading of the statute.3! The

Commission rightly recognized that (i) the then existing $6.00 per payphone compensation

amount did not provide PSPs with "fair" compensation as required by Section 276, and (ii) that

to comply with Section 276, the Commission was obligated to prescribe fair compensation by

November 8, 1996. In addition, the Commission had been instructed in March 1995 by the D.C.

Circuit, as a result of the FTPA case,32 to consider prescribing compensation for 800 subscriber

calls, which compensation was long overdue.

Moreover, Cable & Wireless and other carriers have already incorporated a

surcharge into their rates for calls originated at payphones to recover the costs of interim

payphone compensation.33 Thus, the IXCs have already established mechanisms and have

collected funds to recover the costs of interim dial around compensation.

The comments reveal suggestions as to how the Commission might remedy the

perceived deficiencies in the interim compensation plan. In terms of the dial around default rate,

as described above, the Commission is on firm ground to continue with a default rate of$.35 or a

higher rate, based on the increased costs of handling dial around calls. With regard to the

question of who should pay dial compensation, CCI and Peoples support including the RBOCs

and other large LECs as payors ofinterim compensation?4 The appropriate allocation of the

31

32

33

34

Sprint Comments at 12.

Florida Public Telecommunications Ass 'no V. FCC, 54 F.3d 857 (D.C. Cir. 1995).

See Attachment 3 for Cable & Wireless' revised tariff filing in Mississippi.

RBOC Coalition Comments at 35.

13



obligation could be based on toll revenues, as supported by TRA, AT&T and the RBOC

Coalition.35 The Commission could also choose to utilize its authority under Section 401 and

forbear from obligating IXCs and LECs with toll revenues below $100 million with payment

obligations as suggested by TRA.36

Alternatively, in its comments, Peoples submitted an updated typical Peoples'

payphone call profile for the period February through July, 1997.37 As part ofthe profile,

Peoples tracked the number of access code calls made to each carrier. For example, calls placed

to 10288 or 1-800-CALL-ATT are included in the calculation for AT&T; likewise calls placed to

1-800-COLLECT are included in the total for MCI. Although Peoples can track 800 subscriber

calls, Peoples does not know which carrier is actually providing the 800 service (i. e., it is

impractical for Peoples to continue to update a database that allows Peoples to know which

carrier provides the underlying service for l-800-USA-RAIL, 1-800-FLOWERS or the countless

other number oftemporary 800 subscriber numbers). Nonetheless, Peoples and CCI believe that

the access code volumes of each carrier identified in Table 1 may provide a reasonable basis on

which to allocate interim compensation payment obligations. Moreover, the percentages for the

largest four carriers are comparable to the allocation based on toll services revenues that the

Commission has previously used.

35

36

37

TRA Comments at 9, AT&T Comments at 20-22; RBOC Coalition Comments at 35.

TRA Comments at 14-16.

Peoples Comments at 6.
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Table 1: Access Code Call Profile
February - July, 1997

Per Paypbone

Access Percent Percent
Carrier Code Calls of Total of Big 4
AT&T 25 43% 56%

MCI 15 26% 33%

Sprint 4 7% 9%

LDDS 1 2% 2%

Other 5 9% 0%

Debit Cards 8 14% 0%

Total 58 100% 100%

If the D.C. Circuit were to clarify that its decision in IPTA actually vacated the

Commission's interim compensation plan during the remand period, the equities would require

the Commission to ensure that its new plan provides fair compensation to PSPs, on a retroactive

basis, to the point from which the Court vacated the interim compensation plan. As previously

stated, the IXCs have already established mechanisms to recover the costs of dial around

compensation from their end users. It would be counter to the public interest for the IXCs to

retain these windfall revenues, which were increased to recover dial around compensation costs,

while paying little or nothing to PSPs for the use of their equipment to generate substantial dial

around call revenue.

Moreover, ifthe interim compensation plan is vacated and the Commission's

previous plan ($6.00 per payphone per month), is reactivated, the Commission should maintain

15



the $.40 rate component of the earlier structure updated by the appropriate and unchallenged per

call volume of 131 calls, for a per month amount of $52.40 per month. The Commission could

even use the increased call volumes that PSPs have experienced in the last several months as the

basis for interim compensation. For example, CCI stated in its comments that it currently

originates 157 dial around calls per month.38

This is the same conceptual approach MCI recommended: "Interim compensation

could be set at an amount equal to the estimated number of calls from payphones (131) times the

new per-call compensation amount.,,39 No party challenged, and the D.C. Circuit did not disturb,

the Commission's finding that each payphone, on average, originates 131 dial around call per

month. And, as described above, the equities demand that the interim plan be retroactive to the

date the Commission's current interim plan is vacated, if at all.

38

39

CCI Comments at 20.

MCI Comments at 7.
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V. CONCLUSION

For the foregoing reasons, the Commission should affirm its dial around default

compensation amount of$.35 per call and continue to assure receipt by PSPs of the $45.85 per

month in interim compensation.

Respectively submitted,
PEOPLES TELEPHONE COMPANY, INC.

By: 4#;fU .5Ji2~~.
Eric L. Bernthal
Michael S. Wroblewski
LATHAM & WATKINS
1001 Pennsylvania Ave., N.W., Suite 1300
Washington, D.C. 20004
(202) 637-2200

Bruce W. Renard, General Counsel
PEOPLES TELEPHONE COMPANY, INC.
2300 N.W. 89th Place
Miami, FL 33172
(305) 593-9667

COMMUNICATIONS CENTRAL INC.
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Barry E. Selvidge
Vice President Regulatory Affairs and
General Counsel

1150 Northmeadow Parkway, Suite 118
Roswell, Georgia 30076
(770) 442-7300

September 9, 1997

17



1



.I"

_. I

PROJECT NO. 14569
.....

.. '

.,'

PROPOSAL FOR .AMENDMENTS TO
• 23.84 OF THE PU8UC \111U'1Y
C~·S $UasT""'IVE RUL£S
RELATING TO PRNATE PAY
T6~$EfMCE.

J
I
5
I
5
J

puSUC UTtUTY COMMISSION

OfTt!XAS:

end would resp6ctfully st8W ~ fo1lows:

souTHWPTEAN 8Eu.. TELEPHONE COMPANY'S
COMMENTS ON PROPOSED AMENDMENTS TO
&\JBSTANTM: BUbE i 63,&4 «PAY TEUPHONfAl

HB 2128.

I

The L.eg;slature also recognj~ed that pay tektphone $e.rvic~s we~e
; )

compethiv« &IJ it placed "aerv'clitS from publfc pay phones· In e~sket !II for eMc:1i?9

incumbent local exchange companies {!3.356l- In an earlier version of.HB 2128, Je

Hou" of Repreeentilti",~spermined pay tetephon4!J providers to c::ha"9~ .n 8dd!ticrk,

1Wenty-fiYe cents ($.26) fOT eaRs lasting ~onger then 5 minutes. Mo~se V~rsion ~
I

l

I

I

I

This prooeeding aOses In part~ ()f the foklwing lanQ~c:ontaj

in the ~ic Utility Regulatory Ac~ of 1995 C-PURA-95"): " i
Ic) The cornn"JissU)n ah.n establish : ,
a limit 0" the charge that may .be ~ I'

impo-.d for 8 pay telephone ~in

sent-paid call wtthtn the ~8f "
exchanoe companv'~ tol'·free calling
I!!Irea..•

I

!
1

I
I

COMES NOW. Southwo5tern Bell Telephone Compeny (Southwestern Belj). I

and files ttlls n:& Comments on the Proposed AmendmentJ: to SUbEtilOtive: Ruts 523.64I
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wlthoui I1clIIring any evidence or taking lnto 8CCount the nature of the p.y ·telephone
I :

bua.iness- If tt» LegiSl...... WG$ 81Uisfied ,h1rt twenty·five cent6 (••~5) was the\j
appropriat8 rane, it was t.r more efficient to set the r~ ItseJf. ,A$ It did not do $0.;: [

surely It IntenOed f« the coanmiasion to 81'\atyze the Of)l)liesbte eireumsta~s end Ur"VG'i

at a deQi~l)n beaed 00 'th05oB clrcumst8nees. : . \

Soutt'lwes~n Bell wbmtts there are at teDSt thNHI con9def".8liQf1s "Ch~
Cammissicn .I"lo""d eo"'Sldor when it esteblishoa a local pay telephone ~.; \i

(') The .ffect on p~y telephone avaUsbility of various rates. I
(21 C03tl6 !: I
~3) 16 there a ~ietV net "ec:~1)17 .

The prop.oed Nie _tiolly '""ore. the ,elallonoh" 01~ tw.';""·1lv4
cent ($.25) rate to pay telephone availability. The eommlasion should ~ot mak& th~
slime mistake. pay 'te\"",~one$ provide an ess:&!1tisl public $o&/Vice, one thst thJ

Commission should eneourage, r.ather thaT'l dlscoUrI!lge. These telephones lar~ om,n ttl
only t.lephone .....ic. _e1lebl. '0 BOm. eons"""''' ond. "'or.ov.., "I'y ,,~phont
service is 8 'C06't effeetive means for- mobil-e eustomers t<l stIIV" in to",~ '-Vtth u..rr .

bueinoo$eS eM tamm... It I. axiome,io that "'0'. pay wlephon- will ~ ;n_lled 1+

retaenedl at hlQher' retes than lower ones. ThUl5. in establbhiog a rate. th~ commisai<T

should not $imply ectBbllSt\ a low rate. Instead it muct take intG BCCOUrit the~ to

,

n Ie reasonabte to c()nd'{de 1t\11 "... Legitlletute intended to r~cOoNZ8 the ~
.compe17fN. MhJf'e of thl:e blJs:iNlA8 bIJ't feit!hlll consumers ~ght need som~ protec\ion I

, /

&gainst "overch8rglng- in coauin situations end that the Com«n1S5IOO'6~el expertiu;
. : I

sho\lld ~ brought to beer on d\1s 6ubj~. The legislatUre was NOT PVtng thet the [, I

Cornrnt...ioh ehould 8stablith the ceiling 8t the existing twentY-flve cent: '$.251 ,rne,
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No government~CY can ~mplyuke l)1opertY withotJt adequate cornpel'\5ation. tf

CommtssfOO wants to re'tBin pay telephones t!t tt"te eurren1 level, it must~be willing t~
.Ilow p,ovid.r• "" ""portuni", to teCOv« 1hei< co.... It Ia panicul.rly ~nfei' fo.- J
commission to ",otete the Fifth Amendment to the Con$1itution without r~izlng<*i
process 10 investigate and analyze me eosu of the pav telephone bU5Oi""~$. :

The Commission may alao consic:ler. in addition to 'the ~nsidefation8

sbo\{~, wht'the:r a safetv n«t is necassarv for this eompetJtlve business, JoUthweste~
Sell argues b&low that this S8fwty net be !Jet no 'ower than fifty cents (~.SO. pef' c.,L
That rale will adequatelY compensate pay ~l.phone providers whik! lit ~e same tinl
iO¥Urlng mat JlO one will, for exatnP'e, be char9f'd t2-t)() or mo,~ for a locl.l C3Il~ '#'nl~, . I

!3.2625 doeS not clothe the Commiseion with the poyver to mend818 diff~ntmeG fJ(: . I
different portions af 8 pay telephone providet's serv~ area. tt1G Comtn\nion cou~

eJq:JJore PSV te'eph~ providers' ~Iun[erv8greem~nt~ Hmi't ;nereases in ~fic "houstdg

eomptexes or ottref favored-~. Thi& would ~., e f&\l«ed, rate- ~or tbaQM~! ~ .

instead of a subsidized rate for .U, as the p,esertt system requires.

8 subsidized ,ate ;$ justifiable. In a new env\ronment Whore Incentive r~9ulation

competition Ie the go~1. subSidy can no lon9"r be the CQlT1mission's onfy c;""id8rataon

A'!S Qemon$1J"Bted 'beLow. the costs of providino loeat pay te'ep~ :Jervic:

are not recoveted at l'he e,o~ti~ twentY-five Qef'lt (l.25) r~. in a rate of ret~ I
anviroMr\ent where utilities ere pennlned to eam a reasonable fetum overall. perhap, :

I
encourage "ey telephone lnctanltlo",whl~ Bt tt.. S!lft'\. time 11'\8Ur'$ affordebiUty. Tr-ej

proposed nJI. ,.tdt$ to r$fleet the belm1ced approaCh Intended th. L8g\slatur:e in PassU'9'

PUftA 95.
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